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ABSTRACT

Recent legislative and geo-political activity might suggest little common ground between the United
States and Russia. The respective intellectual property laws of these two countries, however, share
many common goals. In fact, as reflected in the Report of the Innovation Working Group of the
Russia-US Bilateral Presidential Commission (initiated by the Ministry of Economic development of
the Russian Federation and U.S. Department of State), the two countries are trending towards
cooperative intellectual property legislation. This article compares U.S. and Russian patent laws,
with a particular emphasis on recent amendments in the areas of inventorship, prior art, and
technology transfers. It further explores how these legislative amendments can shape and
encourage global competition and innovation.
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THE U.S. AND RUSSIAN PATENT SYSTEMS: RECENT AMENDMENTS AND
GLOBAL IMPLICATIONS FOR THE PROTECTION OF INTELLECTUAL PROPERTY
RIGHTS

ELENA BEIER AND ANNE WRIGHT FIERO*

I. INTRODUCTION

While the U.S. and Russian patent systems share many common goals, including
the encouragement of investment and innovative development, the systems approach
these objectives in unique ways. This article provides an overview of each country's
basic patent laws, highlights key and recent amendments, and aims to clarify how
these amended laws impact patent protection in the United States, the Russian
Federation, and around the world.

II. OVERVIEW OF PATENT LAWS

A. U.S. Patent System

U.S. patent law grants an intellectual property right “to exclude others from
making, using, offering for sale, or selling an invention throughout the United States
or importing an invention into the United States”, for a limited time in exchange for
public disclosure of the invention when the patent is granted.! Under U.S. law, five
primary requirements must be met before a patent will be issued: (1) patentable
subject matter, (2) usefulness, (3) novelty, (4) non-obviousness, and (5) enablement.
Patentability is broadly defined as any process, machine, manufacture, or composition
of matter, or improvement, but under U.S. law, the concept does not include physical
phenomena or abstract ideas.2

* © Elena Beier and Anne Wright Fiero 2015. Elena Beier is admitted to practice in Russia, she
specializes in IP law, holds a law degree from St. Petersburg State University (Russia), a LL.M. from
the University of Kiel (Germany), worked at the European Parliament in Brussels, Baker McKenzie
in St. Petersburg, and is a founder of Beier & Partners law firm. Elena is a member of the Moscow
Committee of Cultural Department of Chicago since 2006, the Hermitage Museum Foundation of New
York since 2008, the NYSBA since 2011, and the American Bar Association since 2012. Anne Wright
Fiero is a U.S.-based attorney who has specialized in emerging market intellectual property issues for
over twenty years. After graduating from The University of Chicago Law School, Anne worked at
Coudert Brothers in San Francisco, and continues to work as a consultant on technological and
emerging market issues through her firm, The Fiero Group. She has been a member of the California
SBA since 1990, the Illinois SBA since 1997, and has been active in the American Bar Association
since 1990.

1 See generally U.S. Patent Act, (35 U.S.C. §§ 1, et. seq.); and U.S. Const., Art. I., § 8, Clause 8.

2 See, e.g., 35 U.S.C. § 101; Diamond v. Chakrabarty, 447 U.S. 303, 309 (1980) (patentable subject

matter includes "anything under the sun that is made by man.").
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Usefulness, novelty and non-obviousness are determined largely by whether an
invention has a credible, specific and substantial use, whether it is disclosed or
practiced by "prior art", and would be obvious to a person of normal skill in the art at
the time the invention was made.3

Finally, the enablement requirement of U.S. patent law relates to the specification
that must accompany every U.S. patent application. The specification must describe
the workings of the invention, and one or more claims at the end of the specification
stating the precise legal definition of the invention. To satisfy the enablement
requirement, the specification must describe the invention with sufficient particularity
that a person having ordinary skill in the art would be able to make and use the
claimed invention without "undue experimentation."4

The U.S. Patent and Trademark Office (USPTO) issues three different types of
patents depending on the subject matter and type of protection sought: (1) utility
patents, (2) design patents, and (3) plant patents.> Approximately 90% of patents
issued by the USPTO are utility patents - issued for the invention of a new and useful
process, machine, manufacture, or composition of matter, or a new and useful
improvement thereof.¢ Utility patents generally permit owners to exclude others from
making, using, or selling the invention for a period of up to twenty years from the date
of patent application filing.?

Design patents are issued for a new, original, and ornamental design embodied in
or applied to an article of manufacture, and they permit owners to exclude others from
making, using, or selling the design for a period of fourteen years from the date of
patent grant.®

Plant Patents are issued for a new and distinct, invented or discovered asexually
reproduced plants, and they permit owners to exclude others from making, using, or
selling the plant for a period of up to twenty years from the date of patent application
filing.®

B. Russian Patent System

Russian patent law consists of the regulations, which protect creation and use of
the results of intellectual activity in science, technology and artistic design.10

3 See generally 35 U.S.C. §§ 101-103.

435 U.S.C. § 112.

535 U.S.C. §§ 101, 161, 171. Prior to the enactment of the America Invents Act (described more
fully below), the USPTO also issued alternatives to full-blown patent protection, in the form of either
a Defensive Publication (DEF) or a Statutory Invention Registration (SIR) which offered limited
protection, defensive in nature, to prevent others from patenting an invention, design, or plant. As of
2013, these defensive IP protections are no longer issued by the USPTO.

635 U.S.C. § 101.

735 U.S.C. § 154.

835 U.S.C. § 171, et. seq.

935 U.S.C. § 161, et. seq.

10 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1349(1) (Russ).
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In order to be protected exclusive rights!! on results of intellectual activity need
to be certified by patents granted by the Russian Patent Registration Agency (also
named Rospatent) or by patents valid within the territory of the Russian Federation
by virtue of the international treaties of the Russian Federation.12

Rospatent issues three types of patents: (1) inventions patents, (2) utility model
patents, (3) industrial designs patents.

Civil Code defines inventions as technical solutions in any area related to a
product or method. There are three main requirements to qualify for an invention
patent: (1) novelty, (2) presence of inventive step, and (3) industrial applicability.!3

These requirements are similar to the U.S. standards: invention must be
generally not known from a technical level (i.e., not known in the world of information
on solutions with the same function), non-obvious from a technical level to a person
skilled in the art and must be economically or socially applicable.14

Utility models (technical solution related to a device)!® are patentable if they
satisfy criteria of novelty and industrial applicability.16

Industrial design (artistic and design presentation of an article defining its
outward appearance and manufactured industrially or by artisans)!? needs to satisfy
criteria of novelty and originality.18

Another group of patent rights, which, according to the Civil Code,® comprise a
separate legal institute distinct from patent law, are intellectual rights to Selection
Attainments. However, classification introduced by the Civil Code is arguable since
selection attainments have many similarities with inventions and are protected by
patents as well. Selection attainments law protects varieties of plants and breeds of
animals registered in the State Register of Protected Selection Attainments of the
Ministry of Agriculture.

In order to be patentable selection attainment has to be new, distinct, uniform
and stable.20

11 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art. 1226
(exclusive right is defined as proprietary right along with personal non-proprietary rights and other
rights (droit de suite, right of access, and others)). (Russ.).

12 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art. 1346
(Russ.).

13 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1350(1) (Russ.).

14 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1350(2, 4) (Russ.).

15 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1351(1) (Russ.).

16 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1351(2, 4) (Russ.).

17 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1352(1) (Russ.).

18 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1352(2, 3) (Russ.).

19 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1345(1) (Russ.).

20 See GRAZHDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [CIVIL CODE] art.
1412(2) (Russ.).
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C. Bilateral U.S./Russian Presidential Commission Innovation Working Group
Report

In an effort to find ways to eliminate or at least to mitigate legislative obstacles
to, and to provide legislative support and stimulus for, innovation in both countries,
an Innovation Working Group of the Russia-US Bilateral Presidential Commission
(initiated by the Ministry of Economic development of the Russian Federation and U.S.
Department of State) prepared a Report with suggestions on a number of legislative
changes in patent law. This report was prepared on April 24, 2013 on the basis of
research conducted by U.S. and Russian lawyers, including the authors of this article.

The Report provides recommendations concerning several issues, identified by the
American Chamber of Commerce in Moscow in a Survey of its Members in March,
2012, that involve a number of different substantive areas of law, including intellectual
property rights (“IPRs”), taxation, and special laws enacted to specially regulate
certain activities involved in research and development (“R&D”) and creative work
conducted by universities, entrepreneurs, and non-governmental organizations.

While the U.S. government has yet to act on recommended amendments or
additions set forth in the Bilateral Commission Report, the Russian Duma (as detailed
in Part III below) has implemented several of the Report's recommended amendments
concerning creative work conducted by universities and the establishment of small
business partnerships.

III. RECENT AMENDMENTS TO U.S. PATENT LAW

The Leahy-Smith America Invents Act ("AIA"),2! represents the most significant
change to U.S. patent law in over fifty years. The AIA went into effect in March of
2013, with a primary purpose of bringing the U.S. patent system in line with the laws
of other countries, including Russia.

A. First Inventor to File System /Inventorship

Perhaps the most significant reform implemented by the AIA was a switch from
a "first-to-invent" (FTI) system previously used for patentability and priority in the
U.S,, to a "first-inventor-to-file" (FITF) system. Under the FITF system, the "effective
filing date" (i.e., the priority date that is critical to determining patentability) is defined
under amended 35 U.S.C. § 1003G)(1) as "the earliest priority date for a claimed
invention or the actual filing date if there is no priority claim to an earlier application."

Under the AIA, priority dates can come either from parent applications in the U.S.
or from earlier-filed foreign applications (if a certified, translated copy of the
application is provided and if it supports the claimed invention under 35 U.S.C. § 112).
However, the AIA's first-inventor-to-file system also provides inventors with the
benefit of a one-year grace period intended to encourage early disclosure of new
inventions.

21 35 U.S.C. §102, et. seq.
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As noted below, while Russia and much of the rest of the world adhere to a "first
to file" (FTF) system (giving priority to the first individual or entity to file for a patent
application), the FITF system now in place in the U.S. rewards those who invent, and
then file first for patent protection. Though U.S. legislators contemplated adoption of
a FTF system, such a system would likely have been struck down as unconstitutional.
More specifically, the U.S. Constitution gives Congress the power to:

... [t]o promote the progress of science and useful arts, by securing for limited
times to authors and inventors the exclusive right to their respective
writings and discoveries.?2

Thus, any grant of an exclusive right to individuals or entities other than
inventors/authors would have violated the letter and spirit of this provision.23

By comparison, Russian law does not restrict a patent grant only to authors or
inventors, though a right to apply for a patent initially belongs to them according to
1 Art.1357 of the Civil Code. Paragraph 1, Art. 1373 of the Civil Code, for example,
stipulates that the right to obtain a patent and the exclusive right to an invention,
utility model, or industrial design created in performance of work under a State or
municipal contract for state or municipal needs shall belong to the organization
performing the state or municipal contract (the performer) unless the State or
municipal contract stipulates that this right shall belong to the Russian Federation,
the subject of the Russian Federation or the municipal unit on behalf of which the
State or municipal customer acts, or jointly to the performer and the Russian
Federation, the subject of the Russian Federation or the municipal unit.

Provisions of § 3 Art. 1370 of the Civil Code of the RF also specify that the
exclusive right to the employee’s invention, employee’s utility model, or employee’s
industrial design and the right to obtain a patent shall belong to the employer unless
otherwise provided for by a labor or civil contract between the employee and the
employer.

According to § 1 Art. 1371 of the Civil Code of the RF in the case when an
invention, utility model, or industrial design is created in performing a contract of work
and labor or a contract for performance of R&D, that does not specially provided for its
creation, the right to obtain a patent and the exclusive right to such an invention,
utility model, or industrial design shall belong to the contractor (the performer) unless
the contract between him and the customer provides otherwise.

22 U.S. Const., Art. I, § 8 (emphasis added).

23 See, e.g., Rebecca C.E. McFadyen, The "First-To-File" Patent System: Why Adoption Is NOT An
Option/, 14 RICH. J. L. & TECH. 3 (2007) (Constitution authorizes the patent to be awarded only to the
"first and true inventor"); John J. Okuley, Resolution of Inventorship Disputes: Avoiding Litigation
Through Early Evaluation, 18 OHIO ST.. J. ON DISP. RESOL. 915 (2003) (the current interpretation of
the United States Constitution and the patent statutes is that patents are to be awarded to the first
inventor); see also Paul M. Schoenhard, Reconceptualizing Inventive Conception: Strengthening, Not
Abandoning the First-To-Invent System, 17 FED. CIR. B.J. 567 (2008-2009); Adam Sedia, Legislative
Update: Storming The Last Bastion: The Patent Reform Act Of 2007 And Its Assault On The Superior
First-To-Invent Rule, 18 DEPAUL J. ART TECH. & INTELL. PROP. L. 79 (2007-2008);
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Finally, in the patent application submitted to Rospatent24 inventors and
applicants are named separately and may not necessarily be the same. Art. 6.1 of the
Rospatent Regulation?25 repeats all the provisions of the Civil Code quoted above, and
in its last sentence states that no confirmation of patent rights is necessary. In case
of infringements inventors can restore their rights in Courts.26

B. Prior Art

As noted above, "prior art" is a concept common to both U.S. and Russian patent
systems. Prior to the enactment of the AIA, the U.S. system somewhat confusingly
defined some prior art according to the date of filing a patent application, and other
prior art according to the date of invention. The AIA has amended the definition of
"prior art", tying it to a single standard, i.e., the "effective filing date" noted above.
Under the AIA, the scope of prior art that can be used to invalidate a filing is broader.
Under the old patent system, an offer for sale, sale, or public use in a foreign country,
unlike those in the U.S., could not be used as prior art unless it appeared in a
publication, patent, or patent application. The AIA, however, removes this geographic
limitation, thus meaning that an offer for sale, sale or public use in Russia or another
foreign country could be considered prior art that might otherwise invalidate a U.S.
patent filing.27

Significantly, the AIA also expands the scope of prior art by eliminating the
"Himler doctrine", which prohibited the foreign priority date of a U.S. patent from
being used as prior art. Under the Himler doctrine, foreign inventors who filed a
patent application in their home country prior to filing a U.S. application were at a
disadvantage because that foreign application was not effective prior art against any
other U.S. application. Now the AIA eliminates this bias by providing that a published
application or patent is "effectively filed" for the purposes of § 102(a)(2) on the date of
actual filing in the U.S. or the date that a foreign or international application under §§
119, 365(a), or 365(b) was filed.28

Russian Law defines "prior art" in Art. 1350 of the Civil Code. Paragraph 2 of this
Article stipulates that an invention shall be deemed new if it is not anticipated by prior
art, which includes any information published anywhere in the world, and made
available to the public, before the priority date of the invention. Rospatent has to
certify that such technical solution was not known anywhere in the world including
patents, publications and other information.

24 Russian Patent Registration Agency Russian Patent Office — Federal Intellectual Property
Service.

25 Prikaz Minoboronnauki October 29, 2008 r. No 327 [Order of the Ministry of Education October
29, 2008 No. 327], available at http://www.rupto.ru/rupto/portal/f5662¢97-1772-11el-bad?7-
9c8e9921fb2c#]1.

26 As in the U.S., Russian law allows a patent right to be conveyed to another person (the legal
successor) or may be transferred in the cases and on the grounds provided for by the legislation
including within the framework of a universal legal succession or under the contract, including labor
contract. See GRAZDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [Civil Code] art. 1357 § 1 (Russ.).

2735 U.S.C. § 102(a)(1).

28 35 U.S.C. § 102(d).
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Thus in the RF, as well as in the US since 2013, a foreign priority date can be used
as prior art.

When the novelty of an invention is determined, the state of the art shall also
include, under condition of their earlier priority, all applications filed in the Russian
Federation by other applicants for inventions, utility models and industrial designs, to
the documents of which any person is entitled to get access,?® as well as inventions,
utility models and industrial designs that have been patented in the Russian
Federation.

In Russia, prior art can also be determined upon information disclosed by the
author himself:

Disclosure of information relating to an invention by the author of the
invention, applicant, or other person having received this information
directly or indirectly from them, that made information on the essence of the
invention public shall not be a circumstance precluding the recognition of the
patentability of the invention if a patent application for the invention has
been filed with the federal executive authority for intellectual property
within six months from the date of disclosure of the information. The burden
of proof that the circumstances have taken place by virtue of which the
disclosure of information does not prevent the recognition of the patentability
of the invention shall be on the applicant.30

On the other hand, based on recent amendments under the AIA the definition of
prior art under U.S. law is broader in at least two respects than current practice under
the European Patent Convention ("EPC").31 Under § 102(a)(2), prior art patents and
published applications can be used for both novelty and obviousness analyses.
Published PCT applications (i.e., international patent applications)3? fall within the
scope of § 102(a)(2) provided that the U.S. has been designated, irrespective of whether
or not the application has validly entered the U.S. national phase. In Europe the prior
art under Article 54(3) EPC is available only if the application has validly entered the
EPO regional phase, and then for novelty purposes only. Likewise, prior art in Russian
Law can also be considered broader than current practice under the European Patent
Convention ("EPC") as it can be used for both novelty and inventive step analysis.

29 GRAZDANSKII KODEKS ROSSIISKOI FEDERATSII [GK RF] [Civil Code] arts. 1385 9 2, 1394 9 2
(Russ.).

30 Id. at art. 1350 § 3. More specifically novelty and inventive step expertise is regulated by the
Regulation of Rospatent of October 29, 2008 Ne 327.

31 See, e.g., William B. Raich, Strategic Planning in the Wake of the New Prior Art Provisions in
the America Invents Act, CIPA J. (Dec. 2011), available at
http://www.finnegan.com/resources/articles/articlesdetail.aspx?news=2a5d1¢67-7407-433a-8cdb-
8094ec620379.

32 The Patent Cooperation Treaty (PCT) assists applicants in seeking patent protection
internationally for their inventions, helps patent Offices with their patent granting decisions, and
facilitates public access to a wealth of technical information relating to those inventions. By filing one
international patent application under the PCT, applicants can simultaneously seek protection for an
invention in 148 countries, including the Russian Federation and the U.S. See PCT - The
International Patent System, WORLD INTELL. PROP. ORG., http://www.wipo.int/pct/en/ (last visited
May 2, 2015).
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C. Statutory Bars to U.S. Patent Rights

As of the date the AIA was implemented, an individual or entity will forfeit U.S.
patent rights if any of the following occurs, unless the inventor has first filed a patent
application:

the invention is on sale anywhere in the world

the invention is in public use or otherwise available to the public anywhere
in the world

the invention is described in a printed publication anywhere in the world.33

Prior to adoption of the AIA, U.S. inventors could enjoy a one-year grace period,
thus allowing them to retain U.S. patent rights for any product sold, disclosed or in
public use if a patent application was filed within one year. Under the AIA, that one-
year grace period extends only to inventions disclosed by the inventor (it does not
extend to sales or public uses).3* In addition, while public disclosure may trigger a
one-year grace period for U.S. patent rights, once made, it will terminate any foreign
patent rights. Thus, if a U.S. inventor were to publicly disclose an invention, and then
file a U.S. patent application within a year, the inventor would retain patent rights in
the U.S. However, the inventor would not have priority for foreign patent rights (from
the date of the disclosure).

Prior to filing a patent application care should therefore be taken to obtain non-
disclosure agreements from anyone privy to any aspect of an invention to avoid
allegations or public use (or disclosure that could terminate foreign rights), and a
company or inventor should avoid marketing or otherwise taking orders to sell the
product. It also remains advisable for a company or inventor to file a patent application
prior to any disclosure, use or sale.

A general recommendation to avoid marketing or otherwise taking orders to sell
the product could also be applicable under Russian law. Obtaining non-disclosure
agreements is also advisable. However, non-disclosure agreements are not as broadly
exercised in the Russian Federation as in the U.S. Finally, under Russian law, it is
also somewhat unclear how to claim damages in case of patent denial based on the
disclosure (except for any fine that may be set in the non-disclosure agreement itself).

D. "Patent Troll" Litigation

It is also clear from the AIA's legislative history that Congress wanted to address
the increase in U.S. patent litigation by non-practicing entities (NPEs), sometimes also
referred to as "patent trolls". Within the past year, the problem of “patent trolling”—
where an individual or entity asserts a frivolous claim for patent infringement in order
to extort a nuisance value settlement from a legitimate business entity—has become

33 35 U.S.C. § 102(a)(1).
34 35 U.S.C. § 102(b).
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an epidemic in the U.S.3%> In one federal district, the Eastern District of Texas, NPE
litigation has become a sort of cottage industry, generating huge plaintiff-friendly
verdicts, such as the recent verdict requiring Apple to pay $532.9 million36 Since
passage of the AIA, Congress has introduced numerous bills aimed at addressing patent
troll litigation, but none has been enacted.3” With a growing number of retailers and tech
giants, including Facebook and Amazon, anchoring the new “United for Patent Reform”
coalition, it is anticipated that Congress will again take up the issue during 2015.

According to one study published by the American Intellectual Property Law
Association (“AIPLA”), when a non-practicing entity brings a complaint for patent
infringement, and even where the value of the demand or alleged damages is less than
one million dollars (and regardless of the claim’s merit), the attorneys' fees required
for a targeted entity to defend the claim often exceed one million dollars. Other widely
cited studies estimate that the costs to the U.S. economy of patent trolling total over
$30 billion per year.38 Section 34 of the AIA requires the General Accounting Office to
“conduct a study of the consequences of [patent] litigation by non-practicing entities,”
and it is likely that further costs from patent trolling will be identified in the U.S.39

Although patent reform has not yet explicitly addressed patent trolls, the AIA did
change the rules on joinder of multiple defendants into one lawsuit, thus limiting an

35 On February 18, 2013, President Obama acknowledged the problem in an interview in which
he described that “[patent trolls are] just trying to essentially leverage and hijack somebody else’s
idea and see if they can extort some money out of them.” Gene Sperling, Taking on Patent Trolls to
Protect American  Innovation, WHITE HOUSE BLOG (June 4, 2013 1:55 PM),
https://www.whitehouse.gov/blog/2013/06/04/taking-patent-trolls-protect-american-innovation. The
President subsequently issued recommendations to address the problem, including: “Permit more
discretion in awarding fees to prevailing parties in patent cases.” Fact Sheet: White House Task Force
on High-Tech Patent Issues, WHITEHOUSE.GOV (June 4, 2013), https://www.whitehouse.gov/the-press-
office/2013/06/04/fact-sheet-white-house-task-force-high-tech-patent-issues. In June 2013, in a New
York Times Op-Ed entitled Make Patent Trolls Pay in Court, Chief Judge Randall Rader of the Court
of Appeals for the Federal Circuit urged trial court judges to exercise their broad discretion and award
Rule 11 sanctions in frivolous patent cases. Randall R. Rader, Colleen V. Chien & David Hricik, Make
Patent Trolls Pay in Court, N. Y. TIMES, June 4, 2013 (“Rule 11...give[s] judges the authority they need
to shift the cost burden of litigation abuse from the defendant to the troll. But, remarkably, judges
don’t do so very often.”). Several state Attorneys General, including in Massachusetts, and Vermont,
have filed litigation or announced investigations of patent trolling activity that violates state unfair
completion laws. See AG Coakley Discusses Patent Trolling During Tour of Boston Startup LevelUp,
ATTORNEY GENERAL OF MASSACHUSETTS (NOV. 6, 2013), http://www.mass.gov/ago/news-and-
updates/press-releases/2013/2013-11-06-patent-trolling.html; Vermont v. MPH<J Techs. Inc., No. 2:13-
¢v-0170, 2014 U.S. Dist. LEXIS 52132 (D. Vt. Apr. 15, 2014).

36 See, e.g., Smartflash LLC, et al. v. Apple, Inc., No. 6:2013cv00447, 2015 WL 1228116 (E.D. Tex.
Feb. 24, 2015) (jury verdict ordering Apple to pay $532.9 million for patent infringement to NPE
licensing firm).

37 See, e.g., H.R. 3309 (Innovation Act); H.R. 845 (SHIELD Act); S. 1013 (Patent Abuse Reduction
Act).

38 See Chelsea Sheasley, BU Law Professors Author Influential 'Patent Trolls' Study, BOSTON
UNIVERSITY (July 30, 2012), http://www.bu.edu/law/news/BessenMeurer_patenttrolls.shtml; see also
Stephen E. Schatz, National Retail Federation Forms Patent Reform Coalition, NATIONAL RETAIL
FEDERATION (Jan. 15, 2015), https://nrf.com/media/press-releases/national-retail-federation-forms-
patent-reform-coalition.

39 See Leahy-Smith America Invents Act, Pub. L. No. 112-29, sec. 34, 125 Stat. 284, 340 (2011).
This provision was included in the House floor managers’ amendment that was adopted on June 23,
2011. See 157 Cong. Rec. H4448-50 (daily ed. June 22, 2011); 157 Cong. Rec. H4480-81 (daily ed.
June 23, 2011).
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NPE's ability to sue multiple defendants in one suit. Prior to adoption of the AIA,
NPEs would typically file patent infringements suit against numerous defendants that
had nothing in common, other than the fact that each had been accused of infringing
the same patent. Then, the NPE would join the defendants in one suit (or consolidate
the lawsuits), typically in jurisdictions known to be favorable to NPEs.

The AIA, however, permits joinder of defendants only where the claims against
the defendants arise out of “the same transaction, occurrence, or series of transactions,
or occurrences relating to the making, using, importing into the United States, offering
for sale, or selling the same accused product or process” and requires that questions of
fact common to all defendants or counterclaim defendants arise in the same action.40
Thus, absent waiver, defendants may not be joined together in a patent infringement
lawsuit based solely on allegations that they each have infringed the patents-in-suit,
and a patent troll's ability to minimize litigation costs, while maximizing settlement
value, has thus decreased.

While the new AIA forbids one consolidated trial for co-defendants who do not
meet the heightened joinder standard articulated above, the law does not address
phases of litigation pre-trial. Many federal courts have consolidated pretrial issues
amongst the defendants, including discovery in an effort to avoid wasting judicial
resources in addressing common issues amongst the defendants.

For many reasons, patent trolls are not a big issue in Russia yet.4! First, there
are far fewer patents issued in Russia than in the U.S., and thus there are not too
many patent lawsuits by comparison. Innovations are developing very slowly in
Russia. Sometimes industries use old standards and technical norms as opposed to
adopting patented or new technologies.

Second, in Russia it is hard to claim damages for patent infringement. Itis almost
impossible to prove in a court an exact amount of damages sustained by the
patentowner due to an infringement, and fixed compensation for infringement will only
begin to be available in 2015. In addition, courts are very reluctant to use injunctive
remedies in such cases. Thus, in Russia there is not a great financial incentive for
trolling.

Finally, trolls’ patents are usually considered invalid on early stages of litigation
in Rospatent through an administrative procedure with hearings in a Chamber for
Patent Disputes (subdivision of Rospatent) before an ad hoc commission. In case a

40 See 35 U.S.C. § 299 (first added to the AIA in a 2011 House Bill). See 157 Cong. Rec. S5407,
S5411, S5419, 5429-S5431 (daily ed. Sept. 8, 2011) (statements of Sens. Cantwell, Hatch, Coburn,
and Kyl). All of the U.S. legislative materials cited in this article are available on the Library of
Congress’s THOMAS website. THOMAS, LIBR. OF CONG., http://thomas.loc.gov/home/thomas.php
(last visited May 2, 2015). Additionally, the United States Patent and Trademark Office (“USPTQO”)
has created a page on its website that includes links to most of the legislative materials that are
relevant to the AIA. Leahy-Smith America Invents Act Implementation, USPTO, (Sept. 7, 2011, 5:23
PM), http://www.uspto.gov/aia_implementation/index.jsp. Finally, the material on the USPTO
website, past committee reports, and all of the hearings on patent reform that were held during the
ten-year period leading up to enactment of the AIA are available on the website PatentReform.info.
Leahy-Smith America Invents Act: A Website for Supplying Information on the Act, PatentReform.info,
http://patentreform.info/ (last visited Jan. 27, 2012).

41 Patent trolls are also known in the area of trademarks, however, they are even less problematic
than with patents.
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court has already decided in favor of the patent holder, such decision can be
reconsidered based on the newly opened circumstances. 2

Nevertheless, as Russian IP law continues to evolve toward U.S. and European
standards, and as Russian businesses find themselves doing business around the
world, awareness of the possibility of trolling litigation is important to integrate into
marketing and distribution strategies.

IV. RECENT AMENDMENTS TO RUSSIAN PATENT LAW

A. Bilateral Commission Report

The first amendments the Russian Duma adopted from the Bilateral Commission
Report noted above became effective in fall 2013 and refer to important developments
in regulation of small innovation enterprises (hereinafter “MIPs”), founded by the
budgetary educational institutions of higher education, autonomous institutions, the
budgetary scientific institutions and autonomous scientific institutions (hereinafter
“universities and scientific institutions”) for the practical use (implementation) of their
results of intellectual activities.

Due to the enactment of Article 103 of the Federal Law No. 273-FZ “On Education
in the Russian Federation”, and the adoption of the amendments to Article 5 of the
Federal Law No. 127-FZ "On Science and State Science and Technology Policy"
starting from 1st of September 2013:

MIPs can now be established in the form of business partnerships;

The restriction of the minimum participation share of universities and
scientific institutions in MIPs (more than 25% for joint-stock companies and
more than 33.3% for limited liability companies) has been abolished;

The requirement for third parties to make cash contributions for not less than
a half of their shares in MIPs has been eliminated,;

The intellectual activity results, the right to use which universities and
scientific organizations contribute to the charter capitals of MIPs, may be
owned by universities and scientific institutions jointly with other parties;

MIPs can now provide third parties (under a contract or otherwise) the right
to use the intellectual activity results received from universities and
scientific institutions as a contribution to their charter capitals; and

42 Bemorocoa E.M. [Ekaterina Belokosova] v. Hurkmrma B.II. [Nikitin VP], Jlemo NeAO03-
4132/2008-9 [Case A03-4132/2008-9] (r. Bapuayu [Arbitration Court of the Altai Territory], 25 HoaOps
2008 roma [Nov. 25, 2008]), available at https://rospravosudie.com/act-opredelenie-a03-4132-08-
nefedova-v-m-as-altajskogo-kraya-25-11-2008-7601074/.
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The requirement to record on a separate balance and to use revenues of
universities and scientific institutions received from the disposal of shares
and deposits (applies to business partnerships) in MIPs only for the purposes
of legal protection of intellectual activity results, payment of royalties to
authors and performance of statutory activities has been eliminated.

In summary, as recommended by the Report, universities and scientific
institutions are allowed to establish MIPs, including in the form of business
partnerships, with any size of participation shares and to engage third parties to
participate in MIPs charter capital without the need to make cash contributions for
not less than a half of their shares, with the ability for universities and scientific
institutions to solely use revenues received from the sale of shares and deposits in
MIPs. MIPs have also received an opportunity to transfer to third parties, including
by way of sublicensing, the right to use the intellectual activity results provided to
them by universities and scientific institutions. These amendments bring Russian IP
law more in line with U.S. law regarding start-ups, incubators and third-party
investment.

B. Patent Law Reform

In addition to the amendments suggested by the Bilateral Commission Report,
Federal law N 35 of March 12, 2014 introduced multiple changes to Russian IP Law
including patent law and can be considered a significant reform in this area of law.

1. New object of patent law - «using of product or method with the special purpose»
1, Art. 1350 Civil Code — effective....

According to this article, the list of patentable inventions is extended to technical
solutions, introducing using of product or method in a new way with the purpose not
seen before. U.S. law similarly allows a patent for improvements or new uses. 35
U.S.C. § 101 ("[w]hoever invents or discovers any new and useful process, machine,
manufacture, or composition of matter, or any new and useful improvement thereof,
may obtain a patent ...") (emphasis added).

2. New version of 9 3, Art. 1354 Civil Code excludes essential features for industrial
design on the stage of patent application

This article introduced changes to the state registration of industrial design
patents. Patent rights are now established upon the appearance of the product. This
provision allows Russia, like the U.S., to join international conventions on industrial
design (The Hague Agreement Concerning the International Deposit of Industrial
Designs of 06.11.1925 and Geneva Act of the Hague Agreement Concerning the
International Deposit of Industrial Designs of 02.07.1999).
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3. Prior use definition became broader according to Art. 1361 of the Civil Code
(effective Oct. 1, 2014)

In the new edition of q 1, Art. 1361 Civil Code, prior use effects not only similar
solutions, but also solutions which are different from the invention only with its
equivalent features. These new amendments not only broaden prior use rights for
persons who created results of intellectual activity at the same time, but also allow for
a single interpretation for using of patent rights objects definition in case of dispute.

As set forth above, the AIA likewise expands the definition of prior artin 35 U.S.C.
§ 102(d).

4. According to the new version of Art. 1363 Civil Code, patent rights on industrial
design are limited to 5 years instead of 15 years as regulated by the present version
(effective Jan. 1, 2015)

This time can be prolonged for up to 25 years with the special state fee. Russia's
new regulation is in line with the legislation of the EU.

5. Transfer of compensation rights upon probation Part 4 Art. 1370 Civil Code RF
(effective Oct. 1, 2014)

The new version of Part 4, Art. 1370 of the Civil Code suggests that royalty rights
for work, work for hire, and work related utility model or industrial design is
unalienable, but goes over to author's heirs for the rest of the patent's validity.

The present version does not include regulations on probate law regarding
compensation of work for hire. Thus, changes will enable clarity in the application of
law and will enable univocal decisions for compensation.

6. Art. 1390 introduces denial of simplified procedure for patent protection of utility
models (effective Oct. 1, 2014)

The new version of Art. 1390 Civil Code suggests full expertise (including a formal
and a substantial one) that will include information search to establish technical level
and other conditions of patentability in the application. This will extend the time for
patent application on utility models.

7. Definition of after use right according to Art. 1400 Civil Code becomes broader-
(effective Oct. 1, 2014)

The present article is extended by Part 4, according to which an "after use right"
can be transfered to another person only within the complex of the company where
such invention or solution was used and is different from the invention by equivalent
features (Y 3, Art. 1358), utility model or industrial design, or when proper
preparations were made.
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The new version of Art. 1400 Civil Code specifies that after use right (right to use
invention, utility model, industrial design, which emerged in a 3 year period starting
from the expiration date for paying patent state tax, which was later recovered) is
related to the specific property complex of the company where it derived.

U.S. law does not include any restrictions on the right to transfer after use rights
within a single company or entity. On the other hand, U.S. law does restrict a patent
owner's rights to a patented item once that item has been sold. This "first sale" or
"patent exhaustion" doctrine provides that an initial authorized sale of a patented item
terminates all patent rights to that item.43 While U.S. courts have not always
consistently interpreted the scope of this doctrine, they have generally interpreted it
to limit a patent owner's ability to restrict the authorized "use" or "resale" of a patented
item, but it does not limit a patent owner's ability to restrict someone from making
copies of a patented item.44

8. Liability in the form of alternative fixed amount compensation for the infringement
of IP rights on inventions, utility models and industrial design. Art 1406.1 'K PD®
(effective Jan. 1, 2015)

As noted above, since January 2015, Russian law allows for compensation in
connection with patent infringement as follows:

10,000 - 5,000,000 Rubs, upon court's decision;

or double the commercial value of the invention, utility model or industrial
design. This value is usually comprised of the price which is usually
established for using this patent or double the price of products where such
patent is used

These values are based on the prices which are charged in similar conditions for
lawful use of the invention, utility model or industrial design or double value of goods
in which such invention utility model or industrial design is used.

This change will strengthen liability for patent infringements and will allow right
holders as an alternative to set a fixed compensation and avoid complicated
calculations on damages and lost profit.

The U.S. does not have any specific caps on damages available for patent
infringement, although it does require that any damages awarded be no less than a
"reasonable royalty" for the use of the patent made by the infringer.45 In addition, U.S.
law allows for the recovery of reasonable attorney's fees in "exceptional cases."46

43 See, e.g., Quanta Computer Inc. v. LG Electronics, Inc., 553 U.S. 617, 625 (2008).
44 See, e.g., Bowman v. Monsanto, 569 U.S. __, 133 S.Ct. 1761 (2013).

45 35 U.S.C. § 284.

46 Id.; 35 U.S.C. § 285.
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C. Establishment of IP Court

Another significant Reform refers to the Court System in the Russian Federation.
Federal Constitutional law 31.12.96 Ne 1-FKZ «on the Court System of the RF», and Neo
3-FKZ 02.2014 «on the Supreme Court of the Russian Federation» unify The Supreme
Arbitrazh Court and The Supreme Court of the Russian Federation (General
Jurisdiction court). While the highest instance Arbitrazh Court ceases to exist (with
its functions being delegated to the dJudicial Chamber on Economic Disputes),
Arbitrazh courts of the lower level continue to function. This change will affect work
of the newly established IP Court, which is yet still a part of the Arbitrazh court
system. The Chief Justice of the Supreme Court of the Russian Federation will now
distribute judges to their respective panels and chambers.

V. SUMMARY

U.S. and Russian IP law continues to evolve to address the challenges of global
markets and competition, as well as the ever-rapid pace of innovation. With particular
regard to patents, both countries have made strides in bringing their respective
legislation in line with competitive and global standards.

With the adoption of the America Invents Act, for example, the U.S. has adopted
a new patent priority rule (a first-inventor-to-file rule), far more consistent with the
first-to-file priority rule followed in Russian and the rest of the world than its prior
"first to invent" priority rule. The America Invents Act further recognizes the force of
foreign patents in establishing priority; thereby encouraging global or international
patent filing and a consistent approach to protection of patented ideas and inventions
around the world.

In turn, Russia has adopted recommendations of the Bilateral Commission Report
that allows formation of small business partnerships and eliminates stringent
requirements on equity investment and ownership. As they have done in the U.S. and
around the rules, these new laws should encourage Russian investment in university
and third-party funded start-ups and incubators. As has long been the practice in the
U.S., beginning in 2015, Russian law will also allow for monetary damages in cases of
patent infringement. These damages awards will not only protect Russian patent
owners, but also will likely encourage foreign applications and investment in
innovative technology within the Russian Federation.
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